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PANAMA: KEY ECONOMIC INDICATORS 
(All Values in $ million, except as noted) (Exchange rate: US$1.00=1 Balboa) 
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Balance of Payments and Trade 
CoPreit “Acesunt Ral ance— 
Net Services Balance 
Exports (f.o0.b. 

U.S.Share 
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_U.S.Share 
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Public Sector Debt and Finances 
xterna e ervice 
External Debt Outstanding (end of year) 
Central Government Current 
Revenues 
Central Government Current 
_ Expenditures. 
Public Sector Deficit 


Panama Canal 7 
Uceangoing Transits * 
Total Cargo (Millions of tons) * 
Tolls Revenue * 
Gross Income flow to Panama 
from USG Agencies 


Unemployment 
stageaenl @stimate (Z) 8.4 


Population (thousands - estimate) 2,043.7 2,088.7 2, loue2 


* US fiscal year data 





INTRODUCTION 


For Panama's service-oriented, open economy, 1984 was a year of 
continued recession. Real Gross Domestic Product (GDP) for 
1984 fell an estimated 1.2 percent; for 1983 it grew 0.4 
percent. Most sectors of the economy experienced a decline 
with construction and the transisthmian oil pipeline particu- 
larly hard hit. This contraction was due principally to a 
slowdown in private sector activity resulting from uncertainty 
over the May 1984 elections, a drop in investment, the economic 
sluggishness of Panama's regional trading partners (including 
slack demand for Panamanian services), restricted public sector 
capital expenditures and growing debt service obligations. In 
short, Latin America's economic slowdown made a belated impact 
on Panama's economy over the last two years. 


Since assuming office in October 1984, the administration of 
President Nicolas Ardito Barletta has been confronted with over- 
riding twin economic problems: a heavy external public debt 
burden ($3.7 billion) and the fiscal deficit. The Government's 
1985-1986 financial program is, however, falling into place. 

In June 1985, the administration reached preliminary agreement 
with foreign commercial banks for a rescheduling of $600 
million in public sector maturities falling due in 1985-86. 
During July, the IMF approved a stand-by agreement which will 
extend through March 31, 1987. A World Bank Structural Adjust- 
ment program may be in force by late 1985. 


Current estimates for 1985 GDP growth range from -2 to +l 
percent. Except for some improvements being made in the ports 
to facilitate container handling, there are no major investment 
projects or ventures underway at this time which could serve as 
an. economic stimulus. There are grounds for optimism, however, 
in the Free Zone, Panama Canal, and pipeline sectors of the 
economy, as well as hopes for new export oriented assembly 
industries. For most other areas, however, there is little 
likelihood of near-term growth. Overall, a projected modest 
improvement in private sector activities may be dampened by 
public sector spending cuts. There are few prospects for 
strong economic growth during 1985. 


Relations between the Governments of the United States and the 
Republic of Panama are excellent. The United States strongly 
supports the democratic process in Panama. Under the 1977 
Panama Canal Treaties, the United States retains primary 
responsibility for both the operation and defense of the Canal 
through the end of the century. Total U.S. economic and 
military assistance to Panama is expected to amount to 
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approximately $89 million during fiscal year 1985. Economic 
ties between the two nations are strong: the United States is 
Panama's leading trading partner and Panama is the third 
largest site for U.S. investment in Latin America. Panama is a 
designated beneficiary country under the Caribbean Basin 
Incentive (CBI) program. 


MACROECONOMIC SITUATION AND PROSPECTS 


Panama's GDP in 1984 (at current prices) was $4,429.2 million, 
up 1.1 percent from 1983. Per capita GDP amounted to $2,075, 
down 1.0 percent. Preliminary official estimates put real 
growth for 1984 at negative 1.2 percent with most sectors of 
the economy experiencing a decline: 


Main Components of GDP (1984) 


% of Total Growth 1984/83 (%) 


Agriculture 
Manufacturing 
Utilities 

Construction 

Free Zone 

Finance & Real Estate 
Commerce 

Pipeline and terminals 
Panama Canal 
Government Services 


-2.3 
-0.1 
“0.3 
-9.3 
-6.9 
2.5 
-0.9 
-17.9 
-0.6 
3.1 
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This contraction was due principally to a slowdown in private 
sector activity resulting from uncertainty over the May 
elections, a drop in investment, the economic sluggishness of 
Panama's regional trading partners (including slack demand for 
Panamanian services), restricted public sector capital expendi- 
tures and growing debt service obligations. 


Oil Pipeline 


Ironically, the decrease in the use of transisthmian oil pipe- 
line was triggered by economic recovery in the United States. 
Increased oil consumption on the West Coast left less Alaskan 
crude to be transported through the pipeline bound for ports in 
the eastern half of the nation. Pipeline activity is expected 
to increase slightly during 1985. 





Construction 


Construction continued to slide during the year as public 
sector austerity prevented the initiation of any major infra- 
structure projects. According to government figures, the value 
of construction permits issued in urban areas was off 23.3 per- 
cent during the first three quarters of the year. Continued 
public sector inactivity may offset a boost to the sector from 
a recently passed law establishing a preferential interest rate 
for certain mortgages. For the first five months of 1985, 
however, the value of new permits in Panama City (according to 


the Chamber of Construction) was up 58 percent over the same 
period last year. 


Manufacturing 


The manufacturing sector represents less than 10 percent 
Panama's GDP and is oriented primarily to supplying the 
domestic market. Food processing represents the largest 
component of the sector, although clothing, oil refining and 
contruction materials are also important. Manufacturing 
registered limited growth during 1984, with the value of 
production totalling $1,695 million, up only 1.1 percent from 
1983. Performance for the sector as a whole will likely remain 
sluggish during 1985 because of problems in sugar processing 
and slaughterhouse export activities and generally flat inter- 
nal demand. Industry may be adversely affected by a gradual 
dismantling of protective devices under the proposed World 
Bank's Structural Adjustment Loan Program. Manufacturers are 
also concerned about a proposed shift from tariff valuation 


from an FOB to a CIF basis, which will drive up the cost of 
imported inputs. 


Banking 


At year end 1984 the 120 banks represented in Panama held $38.0 
billion in assets (down from $42.8 billion in 1983) and 
employed 8,000 individuals. Deposits in the system declined to 
$29.8 billion (from $34.2 billion), with the drop accounted for 
entirely by off-shore transactions. External loans outstanding 
were off 12.5 percent. Domestic credit grew by 6.5 percent, 
with credit to the public sector accounting for most of the 
increase. The banking sector, heavily dependent on off-shore 
business, will likely not experience robust growth in 1985 due 
to generally sluggish Latin American trade, competition from 





Miami's growing financial center, regional and local debt 


problems, and cut-backs in overseas operations by international 
banks. 


Panama Canal 


Given the general weakness of world trade and diversion of 
Alaskan crude oil through the transisthmian pipeline, Panama 
Canal activity continued to decline during fiscal year 1984 
with oceangoing transits off 3.9 percent, and cargo tonnage off 
3.5 percent. However, statistics for the first nine months of 
fiscal 1985 indicate that Canal traffic is making a modest 
comeback (3-4 percent) during the year. This increase seems to 
be constant for a wide variety of cargo and is reflected in 


both increased number of transits and larger average vessel 
size. 


Agriculture 


Although crop production was generally good during 1984, agri- 
culture experienced problems due largely to weakness in the 
export sector: trade in bananas, sugar and coffee all regis- 
tered declines. Farmers claim that they face additional diffi- 
culties stemming from the high cost of inputs (fertilizer, 
etc.), a shortage of credit, and competition from contraband 


produce from neighboring countries. Growth in agriculture 
during 1985 may well be hampered by a decline in sugar exports 
(due to low world prices and a reduction in the U.S. quota), 


and a decline in beef shipments (signalled by first quarter 
data). 


Despite these setbacks, however, there is considerable interest 
in non-traditional agricultural product export opportunities 
under the CBI. Some new export shipments, notably orange juice 
concentrate and melons, have already taken place. 


Fishing 


The Panamanian fishing industry experienced mixed results in 
1984, with shrimp production at roughly the same levels as in 
1982 and 1983, but with a sharp fall off in the anchovy catch. 
Total fin fish catch was down substantially from 1983's 140,641 
metric tons to 105,849 in 1984. Prospects for anchovies in 
1985 are much improved, but the long-term outlook for Panama's 
fish meal and oil industry is uncertain, as soya is gradually 





replacing fish in animal feed worldwide, and foreign competi- 
tion stiffens. 


Shrimp production was off slightly from 1983 levels, and the 
value of Panamanian shrimp exports to the United States was 
also lower. Nevertheless, strong worldwide demand for shrimp 
should help boost Panama's shrimp production and export 
earnings in the medium term. An increasing percentage of 
Panamanian shrimp production is now cultivated, with some 2,100 
hectares currently in use. Cultured shrimp now makes up 
approximately a third of Panamanian shrimp production and will 
increase relative to the ocean catch over time. 


WAGES AND LABOR 


The unemployment rate in 1984 was estimated by the government 
at 9.4 percent, virtually unchanged from the previous year. 
Other sources suggest, however, that actual umemployment may be 
considerably higher (14-19 percent). Official statistics put 
urban unemployment at 11.0 percent. Many observers believe 
that the rate in the populous Panama City suburb of San 
Miguelito exceeds 20 percent and in the city of Colon reaches 
40 percent. Given the current 2.2 percent rate of population 
growth (and the fact that the potential labor force is expan- 
ding by 3.7 percent each year) and projected weak economic 
performance, it is likely that unemployment will increase over 
the next year. The need to generate employment is one of the 
most critical challenges facing Panama now and over the medium 
term. 


Little current data is available concerning income distribu- 
tion. Nonetheless, it is apparent that wide disparities in 
income levels exist. A recent study conducted by a church 
commission (using 1983 data) estimates that 38 percent of all 
families in the country live in marginal conditions. The study 
also concluded that the poorest 21.9 percent of the population 
earns 5.5 percent of all income while the wealthiest 8.0 
percent earns 35.2 percent. 


Panama's minimum wage scale is infrequently adjusted upward. 

In February 1983, the metropolitan area minimum wage was set at 
78 cents per hour, but this represents only about half the 
actual average hourly earnings in the manufacturing sector. 

For 1983, the government estimated the monthly average salary 
in the private sector to be $392.30 per month. In general, 
salaries in Panama are significantly higher than those found in 
neighboring, "competitive," countries. 
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The national work force of 616,500 is employed in the following 
sectors: 


Sector Percentage of Work Force 


Agriculture, Fishing, Livestock 
Manufacturing and Mining 

Electricity, Gas and Water 
Construction 

Commerce 

Transport, Storage, and Communications 
Financial Services and Real Estate 
Other Services 

Total 


INFLATION 


As Panama is a dollar economy, growth in prices is generally 
linked to that of the United States. Inflation in Panama was 
extremely low in 1984; the wholesale price index rose only 1.0 
percent and the consumer price index 1.6 percent. Inflation 
should remain modest during 1985. 


FOREIGN TRADE 


Panama's merchandise exports fell significantly in 1984 (18.1 
percent), with all of the country's major export products 

-- petroleum derivatives, bananas, shrimp, sugar and coffee -- 
experiencing a decline. Imports remained virtually unchanged. 
The situation may improve in 1985 as the positive effects of 
the Latin American recovery, a possibly weakening dollar 
(Panama's unit of currency) and increased petroleum product 
exports (stimulated by a rapid increase in hydroelectric 
production) outweigh the effects of poor world prices for the 
country's traditional exports. 


Colon Free Zone total trade turnover, although still much lower 
than its 1981 peak, grew 10.1 percent during the year, due 
principally to an increase in imports as brokers sought to 
restock low inventory levels in anticipation of an improved 
business climate in Latin America. Figures from early 1985 
suggest that volume may improve 15-20 percent during the year. 





BALANCE OF PAYMENTS 


Given the service-oriented nature of the Panamanian economy, 
the country runs a traditionally highly negative trade account 
which often outweighs a highly positive service account. A 
preliminary estimate for 1984 shows Panama's current account 
balance deteriorating from plus $194.0 million to negative 
$115.9 million (the balance of services dropped from positive 
$801.4 million to $631.5 million). This decline can be traced 
to lower export levels, falling pipeline revenues and the 
increasing debt service burden. 


CANAL AREA INCOME TO PANAMA 


The. estimated total income to Panama's economy from U.S. activ- 
ities in the Canal area in 1984 was $477.4 million, a 4.5 
percent increase over 1983. The largest component, wages and 
salaries paid to non-U.S. citizen employees, increased by 3.9 
percent from 1983 to 1984 while total procurement of goods and 
services and payments to contractors rose 24.9 percent. Re- 
tirement and disability payments to former employees climbed 
1.2 percent. Canal Treaty payments (which totaled $70.1 
million) remain virtually unchanged. 


The average number of U.S. Government civilian employees in the 
Canal area (both U.S. and non-U.S. citizen) declined slightly 
during the year to 16,125, due principally to a decrease in the 
Panama Canal Commission work force, reflecting slack demand for 
Canal services. This income should grow modestly during 1985, 
given the indications of increasing Canal traffic. 


PUBLIC DEBT AND GOVERNMENT FINANCES 


Panama's public sector external debt rose to $3.7 billion by 
year end 1984, equivalent to 83 percent of GDP. This debt 
increased by 5.3 percent in 1984, well below the 9.2 recent 
growth rate of 1983. Debt service during the year amounted to 
$587.9 million, which represents 39.6 percent of public sector 
receipts and 38.1 percent of the export of goods and non-factor 
services. Over the medium term, Panama's external debt burden 
will continue to cloud the economic picture. Debt service 
projections (excluding refinancing) indicate that the country 
will owe an yearly average of more than $500 million in exter- 
nal amortization payments alone throughout the end of the 
decade. 
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Part of Panama's debt problem stems from a long-standing need 
to finance fiscal deficits. Fiscal policy is particularly 
crucial here since Panama uses the dollar as its currency. As 
a result, the Government has little ability to make monetary 
adjustments to steer the economy. By 1982 the consolidated 
public sector deficit amounted to $462.0 million. Under the 
1983-84 SDR 150 million IMF stand-by program, the deficit for 
1984 was reduced to $266.4 million. 


Given these mounting problems of debt and deficit, the Govern- 
ment has had to develop a complete financial restructuring plan 
for 1985-86. In February and March 1985 the administration, 
after some delay, put through a tax package and austerity 
budget. In June 1985, the Government reached preliminary 
agreement with some 180 foreign commercial banks for a resched- 
uling of $600 million worth of public sector maturities and a 
new “fresh credit" loan of $60 million. During July, the IMF 
approved a SDR 90 million stand-by agreement which will extend 
through March 31, 1987. The stand-by program places limits on 
the public sector deficit and access to credit. Panama has 


also petitioned the Paris Club for rescheduling of bilateral 
official debt. 


The Government is currently negotiating a second Structural 
Adjustment Loan with the World Bank. Although the details of 
the loan are not yet finalized, the thrust of the program will 
likely be a gradual shift to free market economics. This 
reform may well include introduction of flexibility in the 
labor code, a reduction of agricultural subsidies and public 
sector control of the prices and marketing of agricultural 
products, a dismantling of protective devices for the indus- 
trial sector and privatization of some public sector enter- 
prises. The sectors of the society which would be most 
affected by this program - especially industrialists and labor 
- have expressed serious reservations about these proposed 
modifications, which casts doubt on the timing and extent 

of the reforms. 


COMMERCIAL IMPLICATIONS FOR THE UNITED STATES 


The United States has for many years been Panama's single most 
important trading partner. U.S. exports to Panama totaled 

$393.5 million in 1984, equivalent to some 31 percent of total 
Panamanian imports. Mexico is Panama's second most important 
source of imports (9.7 percent market share); Venezuela third 
(7.9 percent); Japan fourth (7.7 percent). Exports to Panama 
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from the United States include a wide variety of capital goods, 
raw and semi-processed materials for industry, agricultural 
commodities and consumer goods. In turn, Panama exported to 
the United States $151.1 million worth of goods in 1984, some 
60.8 percent all Panamanian exports. This trade consisted 
principally of shrimp, bananas, sugar, coffee, cacao, fish 
meal, refined petroleum products and leather. 


In many ways Panama has a unique position in Latin America. 

The presence of the Panama Canal, the use of the U.S. dollar as 
the medium of exchange, the presence of 120 foreign banks, the 
operations of the Colon Free Zone and Panama's designation as a 
CBI country, all act together to offer U.S. companies attrac- 
tive commercial opportunities, despite the fact that the 
economy is suffering from the effects of the Latin America 
recession. 


EXPORT OPPORTUNITIES -- PUBLIC SECTOR 


Given the Government's emphasis on fisdal austerity, many 
public sector capital expenditures have been curtailed. 
However, the administration is still involved in seeking 
funding and implementing crucial infrastructure projects, often 
with the assistance of international financial institutions 
such as the World Bank and the Inter-American Development Bank 
(IDB). 


Potential suppliers should be aware that Panama's state-owned 
utilities, INTEL (Instituto Nacional de Telecomunicaciones), 
IRHE (Instituto de Recursos Hidraulicos y Electrificacion), 
IDAAN (Instituto de Acueductos y Alcantarillados), and APN 
(Autoridad Portuaria Nacional), all routinely project their 
needs up to five years into the future. By learning what is 
contemplated in these plans, a supplier can anticipate needs 
and even suggest the technology of projects before tender 
offers are made. All utility planning departments welcome 
visits from long-term potential suppliers. They also appre- 
ciate plant tours in the United States to acquaint themselves 
with the latest U.S. technology. U.S. suppliers can enhance 
their ability to win contracts by following up on these and 
other trends highlighted by the Embassy: 


INTEL: During the current year, the state owned telecommuni- 
cation agency (INTEL), has slowed the programing of its five- 
year plan (1984-1988) because of budgetary restrictions. 
However, during 1985 and 1986 INTEL does plan to buy a total of 
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$33 million worth of digital and analog communications 
equipment, and several multiplex systems for installation in 
the rural areas of the country. The agency is also expected to 
procure by early 1986 300 new coin operated phones. A 
microwave communication link project with Costa Rica and 


Colombia, although behind schedule, is expected to commence by 
mid-1986. 


IRHE: The electric power utility (IRHE) has obtained World 
Bank funds to partially finance the raising of the La Fortuna 
Dam. Still, IRHE requires an additional $30 million to 
complete the work, and is currently preparing a loan request to 
be submitted to the IDB Board of Directors by the end of 1985. 


IRHE is also planning to present a $40 million project to the 
IDB which will include: a) upgrading and expansion of distribu- 
tion transmission lines and establishment of new distribution 
centers, b) technical studies in the Teribe and Changuinola 
areas, c) design study for a 500KV transmission line, da) and a 
design study for the upgrading of the Bahia Las Minas plant. 


IDAAN: The water authority (IDAAN), plans to upgrade the 
existing pumping capacity of the Panama City station at a cost 
of $300,000. Additionally, the agency plans to install $1.5 
million in sewerage equipment in the city. IDAAN is also 
preparing a loan request document to be presented to IDB for 
the procurement of water meters valued at $1 million to be 
installed in 1986 and 1987. 


Health: Although Panama's Ministry of Health has curtailed its 
development program, it still intends to implement some long 
delayed projects in the next 12 to 18 months. During 1986, the 
Ministry expects to obtain $18 million to finance the upgrading 
of the Santo Tomas Hospital. The Ministry is considering the 
construction of San Miguelito and Chorrera hospitals at a cost 
of $50 million, but financing has yet to be secured. Other 
small health construction projects will be executed over the 
next twelve months, but the bulk of the required engineering 
work and equipment will be locally procured. 


Agriculture: The Ministry of Agriculture (MIDA) is expanding 
its national irrigation project, and is expected to request an 
additional $13 million from the IDB to finance the program's 
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re-structuring. MIDA also plans to request $15 million from 
the IDB to finance the engineering work of two agricultural 
produce markets for the cities of Panama and San Miguelito. 


Railroads: The Panama Railroad Authority is presently working 
on a five year master plan. The plan, in its fullest dimen- 
sion, envisions up to $100 million for the upgrading of 
stations, roadbed, track and the acquisition of new rolling 
stock for both cargo and passenger service. 


Ports: Panama's National Port Authority (APN) is currently 
preparing its 1985-1989 five-year plan, with a total investment 
of about $74 million. The plan includes an estimated $34.3 
million worth of port work in Cristobal and Coco Solo Norte on 
the Atlantic coast, and minor upgrading at Balboa Port on the 


Pacific side. The National Port Authority is looking to the 
World Bank for financing. 


The plan also includes a $12 million project for dredging in 
Balboa, Cristobal, Pedregal, Aguadulce, and Vacamonte. 
Venezuela, Argentina, and the Netherlands have expressed 
interest in a technical cooperation arrangement for the 
dredging operation which would include financing. In addition, 
a $8 million project at Vacamonte is comtemplated, including 
the upgrading of its cold storage facilities. Other equipment 
for the ports, including navigational aids, will be procured 
over the next five years at a cost of $6.5 million. 


Transisthmian transport: Panama is currently considering 
several projects which will upgrade transisthmian transport. 
Encouraged by a recent study, the Government is presently 
developing the terms of reference for the possible execution of 
the "Center Port" concept -- the integration of advanced 
container handling facilities at both the Pacific and Atlantic 
sides of the Canal with an upgraded land bridge transport 
system. In July 1985, the Governments of Panama, the United 
States and Japan agreed to establish a Joint Commission for the 
Study of Alternatives to the Panama Canal. The study will last 
approximately five years at a cost of $20 million. In 
addition, the Panama Canal Commission is currently analyzing 
the feasibility of widening the Canal's Culebra Cut. 


The full commercial implications of these efforts are still 
uncertain. However, there is an attractive potential for major 
involvement in the future by U.S. firms in transisthmian 
transport improvements. 
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EXPORT OPPORTUNITIES - PRIVATE SECTOR 


The Embassy has identified the following categories as "best 
prospects" for export opportunities in the private sector: 


Franchising Services: Panama has proved itself highly 
receptive to United States franchising. The market potential 


for both specific and general franchising opportunities is 
high, as Panama maintains no control on royalty payments or 
transfers. Recreation, entertainment services, automotive, as 
well as hotel and motel franchising operators will find a 


fertile market as Panama's population demands improved services 
and facilities. 


Health: The demand for U.S. health products and equipment 
should continue to be strong. Local buyers generally prefer 
U.S. technology. Nevertheless, U.S. business faces strong 
competition from Japanese and other third country suppliers who 
actively promote their products with attractive financing and 
in-house training programs. The long delayed Health Sector 
Master Plan being conducted by the Pan American Health 
Organization is expected to call for capital outlays of $200 
million over the next five years. 


Food Processing: The market for food processing equipment has 
been expanding at a 10 percent annual rate in recent years. 
U.S. exports in 1983 increased over the previous year by 12 
percent to $14.5 million, a 69 percent market share. Panama- 
nian industrialists continue to show a strong preference for 
competitively-priced U.S. equipment because of the service and 
parts supply offered by local representatives. 


Shrimp processing is a particularly promising area for 
significant growth. The bulk of Panama's shrimp exports 
currently consists of frozen unshelled shrimp. Producers are 
interested in broadening their operations to include breaded 
and cooked products. Accordingly, they will be seeking new 
technology, equipment, and markets. 


Building Products: The local import market for building 
products and supplies is widely spread among several interna- 
tional suppliers although the U.S. exporters and manufacturers 
maintain a competitive edge with a 15 to 20 percent market 
share. The industry is expected to boost its imports to about 
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$58 million this year as both the Government and the private 
sector increase their capital investment in the construction of 
low-to-mid income housing. The administration recently passed 
several laws which will have major impact on the construction 
industry, i.e. preferential interest rates for certain 
mortgages and the creation of a secondary mortgage market. 


The traditional hardware store purchasing cycle is from in 
January to September and dealers look for suppliers' credit of 
60 to 90 days. Most of the established concerns work with 
export companies or jobbers. Shipments to local stores are 
generally consolidated in the port of Miami. 


Buses: Transportation cooperatives are currently looking for 
more than 250 buses. Those groups have demonstrated a strong 
preference for U.S. buses, as the equipment is considered to be 
well built, suited to their needs, and reliable, and spare 
parts are easily obtained. U.S. manufacturers should be 
prepared to arrange financing for this market. 


Colon Free Zone: While the regional economic downturn has 
affected the reexport business, the Colon Free Zone still 
offers many benefits as the oldest and largest free trade zone 
in the Western Hemisphere. Companies may use the Free Zone for 


warehousing, exhibiting, manufacturing, and assembling of all 
types of goods. Merchandise entering the Zone destined for 
foreign ports is exempt from most taxes, charges and other 
fees, and profits are taxed at preferential rates. The Colon 
Free Zone also offers a promising vehicle for new-to-market 
U.S. firms to penetrate new regional marketing areas. A number 
of established firms in the Colon Free Zone have recently shown 
strong interest in acquiring new U.S. product lines to promote 
in Central and South America country markets. 


Firms interested in more information on the Colon Free Zone 
should contact Licenciada Carmen E. Santamaria, CFZ Promotion 
Executive, P.O. Box 1118, Colon Free Zone, Republic of Panama 
(telex: 328-9287; telephone 45-1033). 


UPCOMING TRADE EVENTS 


The U.S. Department of Commerce will be sponsoring or hosting 
U.S. participation in the following trade events in Panama in 
the near future: 
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Medical Equipment Catalog Show December 1985 
Automotive Equipment & Supplies 

Catalog Show January 1986 
David International Fair March 1986 
EXPOCOMER March 1986 
Consumer Electronics and Household 

Appliances Catalog Show May 1986 
Computer Software Products & Services 

Catalog Show August 1986 
Automotive Parts and Accesories 


Catalog Show September 1986 


Further information on these events may be obtained from U.S. 
Department of Commerce District Offices. 


INVESTMENT OPPORTUNITIES 


The Government of Panama welcomes foreign private investment 
and is actively promoting it by providing tax and other 
incentives for export industries and through the establishment 
in 1982 of an investment promotion agency, the National 
Investment Council (NIC). The NIC was established in 1982 to 
promote Panama as an investment site and to assist new 
investors through the Panamanian bureaucracy. Designed as a 
"one-stop" service for the new and potential investor, the 
National Investment Council conducts targetted investment 
studies, fields investment-seeking missions, provides 
information to prospectives investors, and expedites investment 
project applications and authorizations. The NIC stands ready 
to facilitate investment inquiries that will bring Panamanian 


and U.S. investors together in profitable, export oriented 
enterprises. 


The United States and Panama negotiated and signed a bilateral 
investment treaty in 1982. This agreement provides for the 
submission of unresolved investment disputes to international 
arbitration and guarantees national treatment for foreign 
investors, with only a few specific exceptions. It contains 
other provisions to reassure foreign firms of the security of 
their investments. 


The full range of Overseas Private Investment Corporation 
(OPIC) coverage is offered in Panama. A long-standing legal 
issue concerning OPIC's ability to assume title to real 
property, which has limited the guarantee program over the last 
several years, is being resolved. OPIC has also made several 
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loans in Panama, and there is potential for expansion of these 
activities in the country. OPIC's history of dealing with the 
private sector makes it particularly well suited to support new 
Caribbean Basin Initiative stimulated investment. 


U.S. Department of Commerce figures show that U.S. investment 
in Panama totals $4.5 billion, making it the third largest 
recipient in Latin America after Mexico and Brazil. Some of 
this amount is, however, undoubtly "offshore" investment in 
U.S. subsidiaries registered in Panama. The Embassy has been 
able to confirm about $1.5 billion in U.S. investment in Panama 
as measured by asset value. This investment is concentrated in 
petroleum refining and pipeline activities; agriculture, 


fishing.and food processing; and banking, finance and related 
services. 


A recent survey by the American Chamber of Commerce and 
Industry in Panama characterizes Panama as a highly desirable 
place to invest and cited the following as particularly 
positive factors for doing business here: use of the dollar; 
geographic location; stability/security; good communications 
facilities; and absence of exchange controls. 


Many Panamanian investors are looking for cooperation in 
establishing labor intensive light manufacturing and assembly 
operations linked with exports to the United States. 
Cooperation can take the form of joint venture capital, 
marketing counseling, export contracts with U.S. importers, 
trade financing and management consulting. In short, Panama- 
nian investors seek partnerships with U.S. investors with 
existing market outlets in order to take advantage of the duty 
free entry of Panamanian goods into the United States under the 
Caribbean Basin Initiative. 


The NIC has recently selected the following projects as most 
feasible for development. Project profiles are available for 
each project upon request from the National Investment Council, 
P.O. Box 2350, Balboa, Republic of Panama. 


1. Description: Canned pate of marine products 
Production: 2.6 thousand cans per day 
Total Investment: $2,470,000.00 
Looking for: Financing and export markets 


Description: Construction panels - filled with foam 
Production: N/A 

Total Investment: $280,000.00 

Looking for: Financing 





Description: 


Production: 


Total Investment: 
Looking for: 


Description: 
Production: 
Total Investment: 
Looking for: 


Description: 
Production: 
Total Investment: 
Looking for: 


Description: 


Production: 
Total Investment: 
Looking for: 


Description: 
Production: 

Total Investment: 
Looking for: 


— 


Tropical fruits, saril and cashew 
fruits and nuts 

Saril juice: 2,717,00 lts. per year 
Cashew juice: 2,964,000 lts. per year 
Cashew nuts: 390 tons per year 
$419,700.00 

Financing and export markets 


PVC accesories 

1,900,800 pieces per year 
$658,000.00 

Financing 


Toothbrushes 

250,000 units per year 
$201,870.00 

Financing and export markets 


Hardware, hammers, hatchets, 
mallets, spades, hoes, etc. 
800 tons per year 
$1,147,910.00 

Financing 


Batteries 

7.5 million units per year 
$1,362,700.00 

Financing and export markets 


In general the greatest investment opportunities in Panama 
appear to lie in the areas of agriculture and agro-processing 
(e.g. Panama's rapidly expanding shrimp farming industry or the 
provision of speciality fruits, and vegetables, and cut flowers 
to the U.S. market) and light assembly operations (such as 
electronic equipment). Projects in the under-utilized forestry 
and mineral sectors may also be worth investigating. The 
Government's proposed move to "privatization" of state enter- 
prises (such as an island resort, a citrus plantation and sugar 
operation) may also require foreign capital. 


FOR FURTHER INFORMATION 


The Embassy in Panama, in cooperation with the Departments of 
Commerce, Agriculture, and State in the United States, stands 
ready to assist exporters, investors, and others from the 
United States interested in broadening U.S.-Panamanian 
commercial and investment relations. Those in the United 
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States should make the nearest Department of Commerce District 
Office their first point of contact. In addition to providing 
general briefing materials, the District Office trade special- 
ists can field specific requests for information using the 
Agent/Distributor Service (ADS), credit reports on individual 
Panamanian importers or prospective agents (WTDR), recent 
market research studies, and guidance on the upcoming trade 
exhibitions, trade missions, technical seminars, and catalog 
exhibitions. Additional available publications include the 
Overseas Business Report, "Doing Business in Panama," the 
Embassy's "Investment Climate Statement," and the Department of 
State's "Background Notes on Panama." The country specialists 
for Panama in the Department of Commerce's International Trade 
Administration, the Department of State, and the Foreign 
Agricultural Service, USDA, can also be valuable sources of 
assistance. Business visitors to Panama are invited to make an 
appointment to meet with the Foreign Commercial Service Officer 
assigned to Panama, and/or the Embassy's Economic officers. 
These officers are prepared to offer all appropriate 
assistance, including suggesting possible appointments and 
contacts, and providing general and specific information on 
commercial and economic matters. The Embassy is located on 
Avenida Balboa y Calle 38 -- mailing address: Box E APO Miami 
34002 -- telephone: 27-1777. 















































































